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Alt hough t he economic convulsions
in East  Asia have not  t aken on t he
proport ions of  a securit y crisis, it
would be premat ure t o dismiss t he
possibilit y . Reasons f or  concern
abound.

In t he first  place, t he economic woes beset t ing Asia’s developing count ries
may provoke int ernal polit ical and social instabilit y t hat  could spill over int o t he
int ernat ional arena. Most  worrisome is Indonesia. Even before t he economic
crisis, Indonesian polit ics was ent ering a delicat e t ransit ion phase. Quest ions
about  President  Suhart o’s healt h had spurred popular discont ent  over aut hori-
t arian rule and, wit h it , speculat ion about  democrat izat ion in a post -Suhart o
era. But  before an orderly succession could be mapped out , t he economic cri-
sis t oppled t he main pillar of  Suharto’s polit ical legit imacy: successful econom-
ic development . Aust erit y measures imposed by t he IMF as t he condit ion for
Indonesia’s f inancial bailout  added t o t he explosive mix. Af t er social unrest
escalat ed int o violent  riot ing in Jakart a in May, Suhart o reluct ant ly st epped
down and t ransferred t he reins of  government  t o B. J. Habibie, his chosen suc-
cessor. 

Indonesia’s geopolit ical importance cannot  be overemphasized. It  is t he
world’s fourt h most  populous count ry. It  has been a moderat e force in t he
Islamic world. It  has served as a valuable count erweight  t o China, especially in
t errit orial disput es in t he Sout h China Sea. About  40 percent  of  t he world’s
commercial shipping goes t hrough one of  t he four key st rait s in t he Indonesian
archipelago, as does t he bulk of  t he oil t hat  Japan and Sout h Korea import . 

President  Habibie must  now walk t he t ight rope bet ween rest or ing social
order and pursuing economic and polit ical reform. Lacking a f irm polit ical
base of  his own, he will have t o rely  on t he milit ary t o wield power.
Alt hough hardly  anyone expect s Indonesia t o go t he way of  Yugoslav ia,
wit h st at e collapse and civil war, f ew ant icipat e a smoot h t ransit ion t o
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democracy. Economic st abilizat ion may  be t he
prerequisit e for f ree and fair elect ions, but  st a-
bilizat ion will be impossible unless t he new gov-
ernment  gains popular legit imacy by of fer ing
t he hope of  a more open polit ical syst em. The
very  process of  polit ical liberalizat ion, however,
might  unleash et hnic conf lict s and separat ist
movement s t hat  will challenge Indonesia’s abili-
t y t o preserve nat ional cohesion.

Ot her st at es in t he region are doing bet t er at
weat hering t he crisis polit ically. Last  fall Thailand
avoided a milit ary coup and put  in place a new
government  commit t ed t o implement ing financial
reforms t o get  it s economy back on t rack. Upon
his elect ion as president  of  Sout h Korea, Kim Dae
Jung convinced his fellow cit izens of  t he need t o
endure t he immediat e pain of  aust erit y t o lay t he
basis for a bright er fut ure. The Malaysian govern-
ment  has so far succeeded in lowering economic
ex pec t at ions ,  d esp it e  Pr esid en t  Mahat h i r
Mohamad’s charges of  int ernat ional financial con-
spiracy against  his count ry. And in t he Philippines,
popular prot est s against  economic liberalizat ion
have not  damaged democrat ic processes. In fact ,
t he newly elected president , Joseph Est rada, may
be able t o use his brand of  populism t o secure
popular acquiescence t o economic reform.

Much depends on how soon t he economic sit ua-
t ion can be t urned around. If  joblessness cont in-
ues t o rise sharply and food short ages worsen,
social unrest  will severely t est  t hese st ill f ragile
polit ical systems.

TENSION OV ER MIGRA NT WORKERS
The economic crisis could also cause int erst at e
t ensions t o f lare over t he f low of  migrant  workers.
Unt il recent ly, wit h growt h rapid and unskilled
labor in short  supply, Malaysia, Singapore, and
Thailand of t en t urned a blind eye t o t he illegal
ent ry of  foreign labor. Of  Malaysia’s nearly 2 .5 mil-
lion foreign workers—more t han 20  percent  of  it s
labor f orce—about  800,000 are believed t o be
illegal immigrant s f rom Indonesia. And some 1  mil-

lion unaut horized f oreign workers, t he great
majorit y coming from Myanmar, labor in Thailand.

The regional economic woes have simult ane-
ously lowered t he t olerance of  t he more devel-
oped count ries for illegal foreign workers and
forced t he downt rodden in t he less developed
count ries t o seek jobs and economic relief  in
neighboring count ries. For Indonesians, t he sharp
drop of  t heir cur rency relat ive t o  t hose of
Malaysia and Singapore makes t he prospect  of
working abroad even more at t ract ive.

Singapore has cracked down harshly on illegal
immigrant s, and bot h Thailand and Malaysia are
repat riat ing foreign labor. Thailand has already
sent  more t han 1 0 0 ,0 0 0  workers back t o
Myanmar wit h many more t o follow. This spring
Malaysia deported boat loads of  Indonesians t o
det er t he inf lux of  illegal workers. Indonesian
authorit ies eager t o preserve legal job opport uni-
t ies for t heir cit izens in Malaysia have so far
ref rained f rom openly prot est ing.  

But  in t his t ense socioeconomic climat e, region-
al amit y may not  survive. The orderly repat riat ion
process could yield t o violence and widespread
human right s abuses. Et hnic conf lict s and links t o
organized crime may also complicat e t he handling



of  migrant  workers.

T HE K OREA N CONFL ICT
Anot her worrisome securit y implicat ion of  t he
East  Asian economic crisis involves t he Korean
conf lict . In fall 1994, t he Unit ed Stat es and North
Korea avert ed a milit ary  conf ront at ion over
Nort h Korea’s nuclear weapons program by sign-
ing t he so-called Agreed Framework. Nort h Korea
agreed t o f reeze it s nuclear facilit ies and event u-
ally t o submit  t o t horough int ernat ional inspec-
t ions t o det ermine whet her it  has abided by it s
c om m i t m en t s und er  t he Nuc lear
Non-Proliferat ion Treat y. In ret urn, t he Unit ed
St at es of fered, in cooperat ion wit h Sout h Korea
and ot her count ries, t o build t wo new light -wat er
nuclear react ors and t o provide heavy pet roleum
in t he int erim. Seoul was t o provide t he bulk of
t he funds for building t he react ors.

Alt hough President  Kim Dae Jung has vowed
to honor Sout h Korea’s commit ment s under t he
nuclear accord, domest ic polit ics may complicat e
mat t ers. Burdened by IMF-imposed aust erit y
measures, Sout h Koreans may be reluct ant  t o
allocat e t he billions of  dollars t o build t he reac-
t ors. Any sign t hat  Sout h Korea or t he Unit ed
St at es is reneging on it s side of  t he bargain, how-
ever, could provoke Nort h Korea t o renewed
nuclear brinkmanship. Moreover, if  polit ical and
social st rife should emerge in Sout h Korea under
t he st rains of  aust erit y, Nort h Korean leaders
might  be t empt ed t o revive t heir sabot age and
ot her hit -and-run t act ics in a reckless ef fort  t o
gain a polit ical advant age over t he Sout h.

But  t he pict ure is not  complet ely bleak. Since
the elect ion of  Kim Dae Jung, Seoul has become
more energet ic about  reaching out  t o Pyongyang
t o revive t he Nort h-South dialogue. The econom-
ic t roubles in Sout h Korea may also make North
Korea less apprehensive about  dealing direct ly
wit h it s sout hern adversary. The t ime may now
be ripe for Seoul t o present  a bold init iat ive t hat
of fers Pyongyang a plausible way out  of  it s disas-
t rous economic plight . For example, in exchange
for concessions on securit y  issues—adopt ing
confidence-building measures, part icipat ing in
agreement s t o reduce milit ary forces, and pulling
back milit ary  asset s f rom t he demilit ar ized
zones—Nort h Korea could gain foreign aid and
invest ment s as well as removal of  various com-
mercial sanct ions. Given Sout h Korea’s own
financial dif f icult ies, however, both Japan and t he
Unit ed St at es would have t o cont ribut e subst an-
t ially t o such a deal.

SL OW IN G PROGRESS T OW A RD
REGIONA L  SECURIT Y

The economic t urmoil in East  Asia also t hreatens
t o halt  mult ilat eral securit y dialogues. In 1994 ,
t he ASEAN Regional Forum (ARF) was launched
as t he first  government -level mult ilat eral dia-
lo gue  on  sec ur i t y  i ssues  f o r  t he  en t i r e
Asia-Pacific region. Skept ics greeted t he init ia-
t ive as a mere “ t alk shop”  lacking in subst ance.
But  in just  a few years, ARF has moved beyond
t he annual perfunct ory dinner meet ings of  for-
eign minist ers t o convene working groups on
issues such as confidence-building, prevent ive
diplomacy, peacekeeping operat ions, and manag-
ing and resolving regional conf lict s. Based on
t hese int ensive discussions, ARF was st eadily
moving t oward serious of f icial t alks t o codify and
operat ionalize comm on secur it y  norms t o
enhance mut ual t rust . 

The regional economic crisis t hreatens ARF’s
moment um. Wit h East  Asian government s devot -
ing most  of  t heir human resources t o economic
issues, mult ilat eral securit y dialogues now get
scant  at t ent ion. Some count ries lack t he funds
t o field st rong delegat ions t o ARF-related gat her-
ings and do t he spadework on behalf  of  t his
f ledgling inst it ut ion. The same financial short fall
may derail t he so-called Track-II dialogues—t hose
involv ing nongovernment al regional securit y
expert s—t hat  have been crit ical in nurt uring con-
sensus on securit y mat t ers in t he diverse and
geographically expansive Asia Pacific. 

Regional leaders must  recognize t hat  t he
recent  economic upheavals make it  more impera-
t ive t han ever t o forge a regional securit y com-
munit y. Ironically, wit h government s forced by
financial crisis t o rein in t heir milit ary moderniza-
t ion programs, t he t iming may be just  right  t o
promot e great er t ransparency about  milit ary
policies. The opportunit y should not  be missed.

MA J OR POW ER REL A T IONS
Finally, t he East  Asian economic st orm raises
uncer t aint ies about  r e lat ions am ong  t he
major powers of  t he reg ion—China, Japan,
Russia, and t he  Unit ed St at es.  In recent
mont hs, t he relat ionship bet ween Japan and
t he Unit ed St at es has been st rained. Many
U.S. policymakers and opinion leaders blame
Japan f or  cont r ibut ing  t o Asia’ s fi nanc ial
mess and accuse it  of  not  doing enough t o
help resolve t he cr isis. And wit hout  disagree-
ing wit h many of  t he policy  prescr ip t ions
pu shed  by  Wash ing t o n ,  m o r e and  m o r e
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J a p an e s e  a r e  b e c o m i n g  r e s e n t f u l  o f
heavy-handed U.S. pressure on Japan t o st imu-
lat e domest ic demand and deregulat e it s econ-
omy . As t he U.S. t rade defi cit  w it h Japan
begins t o soar again, bilat eral economic issues
could become polit ically  explosive, especially  if
t he American business cycle heads downward.
Though  no t  g r ave  en oug h t o  im per i l  t he
U.S.-Japanese securit y  relat ionship, such f r ic-
t ions could deplet e t he reservoir of  goodwill
bet ween t hese t wo count r ies.

Thus f ar t he economic cr isis has not  harmed
U.S. relat ions wit h China and Russia. Beij ing
has in f act  scored diplomat ic point s by promis-
i n g  n o t  t o  d e v a l u e  i t s  c u r r e n c y ,  an d
Washingt on and Moscow are st ill working hard
t o maint ain a cooperat ive relat ionship despit e
t he east ward expansion of  NATO. But  t hese
are not  grounds f or complacency. Alt hough
China may have escaped t he East  Asian cont a-
gion, it s financial syst em remains shaky. Russia
is st il l st ruggling t o rev it alize it s economy, and
t he fi nancial problems in East  Asia may  inhibit
t he f low of  much-needed f oreign capit al int o
Russia. Given t he f ragilit y  of  democrat ic inst i-
t ut ions in Russia and t he dif f icult  polit ical t ran-
sit ion st il l ahead f or China, prolonged econom-
ic st agnat ion in East  Asia t hat  has an enervat -
ing ef f ect  on t he world economy as a whole
will make it  t hat  much harder t o est ablish t he
domest ic polit ical f oundat ions f or  great  power
cooperat ion.

V iewed m ore opt im ist ically , t he secur it y
r isks f rom t he regional economic t urmoil may
in f act  be impelling t he major powers t o push
ah e ad  o n  im p r o v in g  b i la t e r al  r e l at io n s .
Washingt on and Beij ing appear eager t o keep
t heir relat ionship on an upward t rack. The
recent  decision t o  resume t he cross-st rait  dia-
logue bet ween China and Taiwan will f urt her
ease U.S.-Chinese t ensions. Not  t o  be lef t
behind diplomat ically , Japan and Russia have
agreed t o develop joint ly  t he disput ed “ nort h-
ern t errit or ies”  and sign a peace t reat y  by
2 0 0 0 . Japan and China have also rev ived t heir
t ies af t er a period of  t ension over  China’ s
nuclear t est s and Japan’ s decision t o st rengt h-
en it s def ense part nership wit h t he Unit ed
St at es. This diplomat ic pat t ern of  “ concert ed
bilat eralism”  could give t he region t he neces-
sary  resilience t o weat her t he East  Asian eco-
nomic cr isis in a spir it  of  cooperat ion rat her
t han conf lic t . ■
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